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FISCAL NOTE
LEG ISLATIVE FISC AL AN ALYST ESTIM ATE

ESTIMATE OF FISCAL IMPACT -  STATE AGENCIES *

FY 2011-12 FY 2012-13
EXPENDITURES REVENUE EXPEN DITUR ES REVENUE

G ENERAL FUNDS

CASH FUNDS

FEDERAL FUNDS

O THER FUNDS

TO TAL FUNDS

*Does not include any im pact on political subdivisions. See narrative for politica l subdivision estim ates.

This bill requires the Departm ent of Health and Hum an Services to enter into one or more contracts w ith recovery audit contractors in 
the M edica id Program . The services under the contract o r contracts include the follow ing: 1) cost-avo idance through identification of 
th ird -party  liability, 2) cost recovery of th ird -party  liab ility  through post paym ent reim bursem ent, 3) casualty recovery of paym ents by 
identify ing and recovering costs fo r cla im s that were the result of an accident or neglect and payab le to a casualty insurer, and 4) 
reviews of cla im s subm itted by providers of services or o ther individuals furnishing item s and services which paym ent has been m ade 
to de term ine w hether providers have been underpaid or overpaid and take actions to recover any overpaym ents identified. The 
departm ent is also authorized to enter into other contracts deem ed to increase the efforts to prom ote the in tegrity of M edicaid.
Contracts m ay be on a contingent fee basis. It is the intent of the Legislature that initial contracts are entered into on or before Ju ly 1, 
2011. The bill has the em ergency clause.

The contract provisions in Section 2, Subsection 1 relate to federal requirem ents under the Patient Protection and A ffordable Care Act 
(PPACA). Accord ing to the Nebraska Departm ent of Health and Human Services, the Centers fo r M edica id and M edicare recently 
pulled back regulations relating to th is part of PPACA. The D epartm ent of Health and Human Services has an RFP prepared for th is 
type of contract, but has not issued it because of the tem porary w ithdraw ing of the federal regulations. That RFP could be used to begin 
the con tracting  process required under th is bill. Based on a 2006 state audit, overpaym ents were estim ated to be .85%. Based on tota l 
M edica id paym ents, there is a potentia l recovery of $13.5 m illion. Of this amount, a maxim um  of 12.5%  is allowed under federal 
regulation fo r contingency fee contracts. The balance of the recovery would be split between the state and federal share. The general 
fund savings would be a m axim um  of $4 m illion, which assum es 100% recovery. Assum ing an 85%  recovery rate, the savings w ould be 
$3.4 m illion GF.

The departm ent currently has an RFP out to do an evaluation of how to proceed with a health insurance prem ium  assistance program .
A  health insurance prem ium  assistance paym ent program  is required under Section 2, Subsection 2 of this bill. This assessm ent w ill 
provide gu idance on w hat needs to be done to establish a health insurance prem ium  assistance program  and will also include a 
cost/benefit analysis of w hether a contractual arrangem ent or an in-house arrangem ent is m ost beneficia l to the state. This portion of 
the bill would result in savings to the M edicaid Program; however, an am ount has not been determ ined.
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EXpi)

FY 2011-2012

'JDITURES REVENUE

FY 2012-2013 

EXPENDITURES REVENUE

GENERAL FUNDS 105,000 109,026
CASH FUNDS

FEDERAL FUNDS 105,000 109,027
OTHER FUNDS

TOTAL FUNDS 210,000 $0 218,053 $0

Return by date specified or 72 hours prior to public hearing, whichever is earlier.

Explanation of Estimate:

CMS has estimated the rules will be final at the end of the 2011 calendar year. Nebraska Medicaid will 
implement on July 1, 2012. Implementation would involve the start of transmissions of specified Medicaid 
claims data with a RAC contractor. Analysis and investigation by the RAC contractor would be required before 
any overpayments could be identified. Notification of providers subject to these recoupments and recoveries 
must occur as well as the allowable disputes and appeals by the providers. Any recoupments or recoveries are 
not expected to be received until after June 30, 2013. Because of these factors, any potential savings would 
not be realized in the 2011-2013 biennium.

Centers for Medicare and Medicaid Services (CMS) caps the contingency percentage allowed on the program 
integrity audits at a maximum of 12.5 percent. Based on an audit of Medicaid overpayments by the Nebraska 
State Auditor in 2006, the rate of overpayments by Nebraska Medicaid was approximately .85 percent. 
Applying that ratio to average annual Medicaid claim amounts of $1.59 billion would result in an estimated 
$13.5 million in overpayments. Applying the maximum allowable 12.5 percent contingency amount to the total 
$13.5 million would result in a possible maximum recoupment of approximately $11.8 million in total funds 
($4.7 million in general funds). The federal portion would have to be returned to CMS. The recoupment amount 
would be less in practice without 100 percent compliance with the collection process. If Nursing Facility claims 
are not included in RAC reviews the potential recoupment amounts will be much lower.

Additional FTE in DHHS would be required to manage the recovery efforts once the RAC is implemented. A 
Medicaid Provider Fraud and Abuse Investigator and an Accountant I would be necessary. The first year cost 
for 1.0 FTE Medicaid Provider Fraud and Abuse Investigator would be $82,458 ($41,229 GF) and a 1.0 
Accountant I would be $65,495 ($32,748 GF).

Costs for changes to the Medicaid Management Information Systems (MMIS) are estimated to be $210,000 
($105,000 GF) in SFY2012 in order to implement the RAC, while on-going annual systems costs are estimated 
to be $70,000 ($35,000 GF).
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MAJOR OBJECTS OF EXPENDITURE
PERSONAL SERVICES:

NUMBER OF POSITIONS 2011-2012 2012-2013
POSITION TITLE 11-12 12-13 EXPENDITURES EXPENDITURES

Medicaid Provider Fraud and Abuse Investigator 1.0 $48,316
Accountant I 1.0 $36,200

Benefits......................................................................................  $33,807
Operating.................................................................................... $210,000 $87,290
Travel.............................................................................................................................

Capital Outlay...............................................................................  $12,440
Aid................................................................................................................................  ~   ~  ~

C apital Im p rov em en ts .....................................................................................................................................
t o t a l ......................................................................... $210,000 $218,053
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